(.5 ELECTION ASSISTANCE COMMISSION
1225 NEW YRR AVENUE, MW., SUITE 1100
WASHINGTON, D.C. 20005

OFFICE OF THE CHAIRMAN

October 16, 2006

The Honorable Bruce McPherson
Secretary of State

1500 11th Strect

Sacramenta, California 95814-2674
Dear Secretary McPherson, |

The California Secretary of State’s Office (S0B) filed an appeal of four items which the
EAC determined must be repaid mthc .Firial Californié Audit Resolution issued on May 12,
2006. - The appeal was received on time and any necessary supporting documentation for the
itcmé listed for appéé‘i has been requested and received. The following are the Commissioner
decisions for each appeal ilem,

Appeal Tssuc 1: Consultant Serviees (327,570.75 appealed)

The SOS did not provide any new information concerning the execss attorneys® fees that
the state must repay to the U.S. Treasury, The opinion providéd by the California Attorney
General only determined that t‘hé SOS was obliged to pay for the services provided in the |
-~ contract, not whether the contract in dispute provided ‘scrvices that were allowable, feasonable,
and allocable to HAVA programs. The Attorney General decision does not address whether
proper procurement procedures werg followed or whether purchase orders wete incotrectly split.
The “reconcﬂiaﬁoﬁ” process described in the SO appeal appears to be just an accounting
scheme meant to circumvent the ¢ap on hours in‘the contract in orderto pay the fitm for their

wark.
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The Commission will net overturn the initial decision made by the Executive Diregtor,
California must repay the amount as spcciﬁed. in the EAC Final Audit Resolution.

Appeal Tssuc 2: Sonoma County Grant Purchases (363,657 appealed)

EAC previously determined that .the envc.lopc printers and high volume extraction
processing systems purchased by Sonoma County required pre-approval by the EAC, Despite
the fact that pre-approval wr'as not sought of granted, the EAC has reviewed fhie expenditure and
determined that the costs for this equipment are allowable under §101(b)(1)(B) as an
improvcrﬁent to the administration of Federal elections. The state ha.s provid_;c{-a comﬁcaimnb_y
Sonoma County that states the‘casts of the cquipment are fully allocable to HAVA programs and
that the-costs paid for the cquipment were reasonable. |

| As such the Commﬁssioners have decided to approve the Sonoma County equipment
purchases specified in the appeal, based upon the new i.nfonnétion provided by the SOS,
Though not pre-approved, the purchase was gliowable, allocable, and Teasonable as required by

Federal Cost Principles. The state shall not be required to repay the costs for this equipment.

HIAVA .§l.0‘l (b)(l ){_C.).&nd (D).provide for using HAVA fimds for voter education and
poll worker training, respectively. The écanner purchased by Lassen County is utilized in the
process of preparing educational mai:erials fér voters and poll workers. |

As such the Commissioners have decided to approve the Lassen County cquipment
_purchases specificd in the appeal, based upon the new information provided by the SOS.
Though not pre-approved the purchase was allowable, allocable, and reasonable as required by

Federal Cost Principles. The state shall not be required to repay the costs for this equipment,




Appeal Issue 4: Los Angeles County Grant Purchases ($34,707.04 appealed)

HAVA §101(bYI)C) and (D) provide for using HAVA funds for voter education and

poll worker {raining, respectively. The equipment purchased by Los Angeles County is utilized

in the process of preparing educdtional materials for voters and poll workers.

As such the Commissioners have decided to approve the Los Angeles County equipment

purchasé's specified i the appeal, based u-pon the new information provided by the SOS. .

Though not pre-approved the purchase was allowable, allocable, and reasonable as required by

Federal Cost Principles, The state shall not be required to repay the costs for this equipment,

Conclusion:

In-the Final Audit Resolution; the RAC determined that the State of California had to

repay a total of $3,021,114.00. Based on the Commissionet’s decision on appeal, the final

repayment amount is $2,917,583. This amount is broken down in the chari, below.

Repayment Details
Total Repayment " Elegtion Federal
Cost Category Amounts Fund Government

'| Consultant Services . $958,700.00 | $815394.00 $43,308 .00
Personal. Servicas Contracts. $1.825 880,00 |  $837.,265.00-| $88,421.50
Printing, Postage, and ' . '

‘| ‘Shipping $308,462.00 $74.00 $308,3588.00
County Grants. $77.00 1. - $77.08-
Administrative Ingirect Costs $108,077.00 | $108,077.00.

| Interagency Costs $25,616.00 $25816.00
Qffice Equipment $487.00 $487.00
Travel © $204.00 $204.00
Qther $440.00 $425.00 $15.00
County Grants $68,812.00 $68,812.00 |
Consultant Services $418.928.00 | . $419,828.00
Total $2,917,583.00 | $2,381,461.0D $536,122.00

Of this total repayment amount, $2,381,461.00 must be repaid to the-sfate-clection fund and

$536,122.00 must be vepaid to the U.8. Treasury, Repayment cannot be funded by the state’s

five percent match for requirements payments or the state’s maintenance of effor! funding.
p paym g




The EAC requires a certification by the state budget office verifying repayment has been
made to the state clection fund, including any supporting documentation, EAC staff will follow
up with the 808 staff to provide guidance on how to provide repayment to the 1.8, Treas:ury...
The time frame for-appeals has ended and no-further appeals-will be'accepted. This decision is
final and binding.

i you have my‘qmstions regarding the repayment process, youmay contact Edgardo

Cortés at 202-566-3100,

Sincerely,

fir Qe
Paul 8. DeGregorioc

Chairman:



